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ABDUT THE COVER
Meeting customer s' expectation s is one of our
primary strategies for pro spering in the 1990s, and
Target is " Right on the Money' . Each store offers
dominant assortments of basic hard and soft goods
and trend -right item s at discount prices . Attractive ,
well -signed presentations are near wide aisles in a
clean, well-lighted store . Bar- code scanning at check
out makes the shopping experience more convenient .

*Opxraiing profit is LI FO earnings from operations before
corpo r ate expe n se, interest and income taxes .

" Total square feet l ess office, warehouse and vacant space .
***Excludes Lechmere .

Dayton H udson Corporat ion is a growth
com pany focusing exclusive ly on retail-
ing . As one of America's largest retai lers,
our strategy is to provide consumers w ith
except ional value through mult iple, large-
sca le re ta il formats. At year-end, we oper-
ated 657 stores in 33 sta tes .

TARGET
"Target is an upscale di scount store chain operating
399 store s in 31 stateti , coast to coa s t . Target offers
low prices on a broad as sortment of high-quality fash -
ion and basic hardlines and softgoods in easy - to-shop,
a s si s ted self-service stores .

(Millions of Dollars) 1989 1988 1987

Reve nues $7,519 $6 ,33 1 $5,306
Operating Profit" $ 449 $ X31 5 323
Stores 399 341 317
R etail Square Fee l (( (ff )" 39,994 34 .189 3 1 . 6 18

Percent of Percent of Total
Total Revenues' " Oper ating Profit"

(P ~1
MERVYN'S
Mrrvyn's is a moderate -priced department store
company specializing in nationally branded and top-
quality private label active and casual apparel . The
company operates 221 stores in 15 states . Mervyn's
stores provide customers with value, fashion and
convenience .

Millions ul lkillsr.) 19139 198 8 1 9 8 7

Revenues $3,858 X3 .41 1 53 .183
Opera ting Profit* $ 358 q 256 S 150
Stores 221 213 199
Retail Square Fee l (000)** 17 .486 16.776 15,77

Pe rcen tof Percent of Total
Total Revenues. <, Operating Profft*

DAYTON HUDSON DEPARTMENT STORE
COMPANY (DHDSC)
Dayton Hudson Department Store Company
(DHDSC) emphasizes fashion leadership, quality
moderate to better merchandise, broad selections and
super i or customer service . I t currently operates 37
Hudson's and Dayton's stores in 7 states .

( Mil hu nso tDo llars) 1989 19258 1987

Reve nues $1 . 8111 b1 .693 $1 ,88 2
Operati n g Profit* $ 179 S 1 59 $ 1 22
Stores 37 37 37
Retail Square F ee t 1( 1( M)I** 7.711 7.631 7 . 6 8 3

P ercent of Pe rcent of Tota l
Tota l Revenues . : .. . Oper atin g Profit "
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∎ • .jes of $13 .6 b i llion

Percent 3 weeks rose 12%
1988 Inrrr:vr ,~ 52 wee k s of 1988 .

∎ Fully diluted earnings pe r

share were S5 .35, u p 55%

1 ? ~I~
43
55
12

FULLY DILUTE D

EARN INGS PE R SHARE'

With the 55% increase in
1989 earnings per share,

we have achieved a five-
year compound growth

rate in earnings per share
of 16% .
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FINANCIAL HIGHLIGHTS

PURDUE UNIVERSITY
1989

i M illi o n , o i I)nliar. . Etceltt Per-Sharc D :u MAY 0 7 1990
For the Year :
Revenues $13.644
Net earnings RRANNERT LIBRARY 410
Fully diluted earning, per share 5 .35

Cash dividends declared per common share $ 1 .17

At Year-End :

Common tiharc, outstanding 70.874.O1N1

Number of sharcholclcrs 13.231

Retail square feet 65,191,04H)

Number of stores 657

REVENUES ` NET EARNINGS*
(Mill ions of Dollars) (Mil l ions of Dollars)

Our three operat ing Each operating company

companies achieved strong contributed record
comparable-store revenue performances to 1989
increases i n 1989 . Target consolidated net earnings .

generated a ma jor po r t i on

of the total revenue growth .

THE YEAR IN REVIEW

287
3 . 45

$ 1 .041/2

77 .649,000
15,171

58,596.(HR )
591

∎ Target became a coast -
to-coas t retailer in 1989 by

opening 31 stores in the

Southeast and 29 locations
e l se where. Target produced
its 15th consecutive year of

record operating profit

through s tronger sale s,

better expense control and
improve d gross margin .

• Mervy n 's operating profit
continue d to i mprove due
to good trend merchandis-

ing a n d expen s e c ontrol.
Mervyn ' s opened 9 new
stores and relocated 2

'^•^, dur ing its 40th year.

∎ C i mproved operat -

t t as comparable-

,,iu, c iaven ues fo r the 53
week s rose 6 %, margin

increa sed and expe ns e
m,-nnwement improved.

∎ used on our

l a rge -sc a le retai l

b y selling the
Lechmere hardlines stores .

i
∎ The Corporation adopted

an E m pl oyee Stock Owner -
sh i p Pl a n (ESOP), which

was established in January

1990. The plan was funded

by purchasing 438 ,353
snar?s o f convertible

d stock .

∎ p urchased 7 m i llion

,t c ommon stock .

∎ We made capital invest -
ments of $622 million in

1989 and will invest about

S700 mi l lion in 1990 .

I
"*Continuing operations .
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THE CHAIRMAN 'S REPORT TO SHAREHOLDERS

At right : Kenneth A . Mac k e,

C h airman an d Chief Execu-

tive Officer

A t l eft : Stephen E . Watson,
Presi d ent

Call it execution : call it awareness : call it lone-term

planning that anticipates ,~hat the American

consumer want ; : call it meeting the needs of' the

marketplace . We call it paying attention to the basics .

We are doing w ill because we are getting better atD

.n gu n Hudson had an out s tanding

N'i9 . The Corporation set all-tinic

rcro rds in s ales and earnings and

c : i r h (i f o ur operatin g unit s-

' faro et . Me re v n's a nd 1)s\ t on

Hudson Department Store Company -also set new- anticipating how customer needs are changing, and

merchandise r.-,aches the stores . We have spentWhen a retailer has a superb }car, especially when

many in the industr~ are finding the going rough . it's L unsiderable time and money developing state-of-the-

important to ask: What arc we doing right? And hon\ art technolugie ; for product ordering, coding and

will we keep doing it'.' distribution. so that we can offer fresh merchandise

At Dayton Hudson the answers are both simple and on a timely ha,, :. This is the heart of our customer

complex . Simply put . our success ,toms from our service and part of what makes us efficient on the sell-

devotion to the fundamentals of the business . ins floor.

To us, this means listening to our cu,tomer . . But retailinE, is tar mere than "hardware" and

making smart merchandising decisions and pursuing stems. Success in our business also is built on

innuvati\c .elling concepts . It means making sure our people doing their jobs better every day in order to

:ummunities. So the more complex reason why we

our Customers .

2

performance records .

Hut l e t ' ; leave numbrr s aside for the moment

we are working hard to respon d .

A large piece Of re tailin g takes place befo re th e

stores are stocked faith the right goods at (tic ri,_,ht

t ime. It means having o u r sales peop l e eager to serve

satisfy the ex pec ta ti ons of our c u s t o mers and o ur



people . nuotivati on . traini ng and leadership. We have global rcimniunication and events aflects both

a top-notch and clearly focused management tra m . consumers and m erch a ni s as never bef ire, we are

elect ion eel Stephen E . Wagon as president of the those with the management and merchand itiing skills

Corporation fillowing the retirement o1 Bruce G . to deliver the goods, today's environment can only

"v believe our cornpanics are structured to achieveWe also have a dedicated and creative eniployee

group . We believe our people flourish because we sustained growth from improved productivity at

encourage them to think both .i,, shareholder,, and as existing stores, from the maturity of stores recently

retailers . Each ufour Dayton Hudson companies has

a formal employee development program that helps

people h e more productive and trains them for lung-

Ierm career,, in the husines .. This is a rommiUncnt to

the future--an obligation shout which mana,_,crnent

feels very strongly .

We also have worked to impro .e the compensation

opened and from the investment in new stores, distri-

huticm centers and systems . \4'e c\pect our growth in

the corning years will he consistcnt, with all three of

Our companies contributing to that growth .

At I)avtcm Hudson, the prescription for our future

can be summarized in four basic stratcoics :

∎ Dclivcrin,_, Consistent Perforniance

programs at each of ournpxrating companirs .And tie ∎ Anticipating Customer: Changing hred,

have implemented an employee stock ownership plan

that will give each of ;cur re t irement plan participants

a stake in Dayton Hudson's perforniance .

Similarly, we hclirvc we must continue to take a

leadership role in the communities we serve . Dayton

Hudson philanthropic di> Il u rs, along with the time and

resources Of Our rniploNccc, are invested in an

impressive variety of cultural and humanitarian

causes . Last Fall, we were honored to rereirc both the

National Medal of Arts Award and a Presidential

Award for Private Sector I nitiative-rare and deeply

appreciated tributes to our corporation's tradition of

community involvement.

In addition, we continue to take initiatives in the

area of corpuratr guvrrnanrr . These are described in

more detail elsewhere on this page . We are fortunate

to have an independent Board of Dircctors that is

strong and challrn,_,ing .

am convinced that Dayton Hudson will retain its

leadership position in the retailing industry . As busi-

nesses throughout the United States try to cope w i th

Kenneth A . Macke

Chai rman of the Board and

Chief Executive Officer

March 28 . 1990

3
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are doing well hay, to do with sonic intan .̀_ihles : .i world o1 acrclcratinu changc, whCre tile Speed Of

The l a t es t c h a n ge in thi s outstanding group is the prepared . We v ice change as a posi t ive fo rce. Fo r

Allhri~~ht in January . mean OPpOrtunit y .

∎ Managing for the Long "Term

∎ Being a Responsible Corporation

lieu will read more about these strategics in the

report which follows .

By having a lung-tcnn planning process that

addresses how our customers are chant we are

better able to execute our s(rategiCs to achieve solid

short-term results and build for the future . We are

convinced this approach is creating value today-and

for tomorrow-on behalf of all of Dayton Hudson's

constituencies .

S i ncerrlv,

CORPORATE GOVERNANCE
HIGHLIGHTS

We have long been commit-
ted t o a leaders h i p r o le i n

corporate governance . We
reaffirmed that commit-

ment i n 1989 b y ta k i ng

these and other steps on

b ehalf of all sta k eholders .

∎ Shareholders may now

request on their p rox y

materials that their votes
be ke pt in c o nfidence u ntil

after t he ann u a l meetin g. ~

∎ Our board remains heav-
ily independent . E l even of

the 13 members, a l l of
whom have outstanding

credentials, are outsi de

directors . They nominate

candidates for the board

and conduct the ann ual

rev iew of the chief

executive .

∎ The board has strongly
encouraged those who

manage DHC employees '

pension assets to forgo

inve s ting i n funds whose

principal purpose is to put

companies " in play " and
retrain from tendering

shares or selling invest-
ments i n any company in

play until that company ' s

board has had an opportu-

n i ty to respond to the

tender. The board believe s
it is appropriate for

pension fund managers to

consider, among other
thing s, the tang -term value

of a company in deciding

how to act in case of an

unsolicited bid .



Performance

REVENUES"
(Millions)

„~~. .
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STRATEGIES FOR SUCCESS

Delivering

Consistent

ur t-,ual is to make our company a

prcmicr investment . We aim to

ins rrau Liividencls, earnin-s and

Our Share Value so that, over finic .

() ,harcholdcr% receive a superior

return on their i nvestment .

' l 'o achieve this, we must produce superior f inanc i al

pxrtOrmanrc. The most important financial measure

we use to guide decisions is return on inves t ment

1 ROI I. RU I is the ratio of net earning . I tef0re finanr-

in k cus l s l to total investment . I t describes operating

pmfi t abil itY N r investmen t dol l a r.

While a high RU I might he considered better than

a low R(>I . investment in new stores lowers near term

Roll because inur .iture stores have significant titart-

up costs and lower sales productivity . As stores

nt:uure, howevrr, their profitability and RC)I increase .

generating inro~m : growth . We continue to invest in

new projects despite the lower ROI expectations for

the near term because we believe it will increase

shareholder value .

We believe our companies are structured to achieve

Sustained growth from improved productivity at

emstinu, .tore, from the maturing of recent opinings

and from investment in new stores and related facili-

ties. We believe Our present operating strategics and

RETAIL SQU ARE FEET' "

larger acids tun ana excite-

ment to s hopping by offer-

ing customers promotions

featuring exc l u si ve

merchandise that ' s fun for

the whole fami l y. Through -

out 1990 , Target will offer a

variety of exclusive items
featuring those ever- popu-

lar c h i pmunks-Alvin ,

Simon and Theodore.
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h-t K$ 86 87 ?i7i .i 984 85 36 87 98 99
Cont in uing Operat i ons .

5

growth plans will enable us to achieve our objective

of 15 percent average annual earnings per share

growth . We also hel ievc earnings growth will he fairly

consistent and that all three companies will contribute

to that growth .

Since 1984, revenues have risen at a 13 percent

compound annual growth . Approximately tHU-thirds

irf this revenue increase is due to new store growth .

Our expan s ion plans f or 1990 in c lud e adding approx-

imately 2 .8 milli o n square feet of n ew retail space .

With this addition, -~3 percent o t'uur retail space will

have opened since 1984 .

Operating profit has risen at a compound annual

rate ol' 12 percent since 1984 . Ongoing store expan-

sion and improved profitability at existing stores

We believe our, efforts to achieve
growth through improved current
operations and store expansion
reward shareholders today and over
the long term .

.should continue to enhance our operating

pkrfurmancu%

Earnings per share have increased at a compound

annual rate of lfi percent since 1984 . Our return on

OPERATING PROFIT' "
(Millions) ,'

cb; ,

$itib j;y ;

equity from continuing operations, which represents

earnings as a percent ufromnxm shareholders' invest-

ment, ha s improved from 15 .9 percent in 1994 to 22

percent in 1989 . This imp rovement is primarily due

to earnings growth . It al s o reflect s o ur increa sed use

of debt to fuel Target's rapid expansion and to fund

our share repurchases .

We have increased dividends regularly since 1972 .

Dividends paid have,-'rown at a compound annual rate

of I I percent during the past five years .

We believe our efforts to achieve growth through

improved current operations and store expansion

reward shareholders today and over the long term .

RETURN ON EQUITY'*

Id

DAYTON HUDSON
CORPORATION OPERATING
COMMITTEE

Seate d, l eft t o ri ght :

Ste phen E . Wats on, P resi-
dent, Dayton H u d son
Cor p oration

Kenneth A . M acke, Ch air-

man and CEO, Dayton

H udson Cor p oration

Robert J . Ulrich, C hairman

and CEO, Target

Standing, left to right :

James T. H ale, Senior Vice
P resi d e nt , Secretar y a nd

General Cou n sel,
Dayton Hudson Corporation

Marvin W. Gol d stein, Chair-

man and CEO, Dayton

Hu dson De p artment

Store Company
Walter T. Rossi, Chairman

and CEO, Mervyn's

Will ard C . 5h u1 1, 1 11, Seni or

Vice President and Chief

Financial Officer, Dayton
Hudson Corporation



Changing Needs9

DHOSC 's FYI free , person -

alized shopping service is

tailor- made for today ' s

busy custome rs . Las t year,

an FYI sales consultant at
the Burnsville , Minnesota ,

store was unexpectedly

asked to do the holiday

shopping for a new

customer who was too

busy to shop. The customer

approved the c onsultant 's

selections in a single meet-
ing and her $5,000 of gills

were wrapped and deliv -

ered to her home well

ahead of her family

gathe ri ng s .

∎ :V the same tiuic . Target is expanding its line of'

yu .ilit\ . ~alur re,n .~iciu . private label merchandise .

Its, Greatl,ind an-1 flomor ; solllinc,~ lahcls . among

other,, . are achieving sales ~,oals .

∎ In Fall 1990 . TTarget will open its first ,upcr-store

tOrmat in the Tktiin Cities . This cycrimrntal storeTarget carrtull} plan, and execute,, what it does best :

right prim, in a r l e.ui . Iun, friendly and convenient si~na`-c and t : nt ~ r check out-all _,eared to making

shopping easier L: ncl more rnjo.ahlr .

prcrg1ram . %k hirh prepares and empowers empluyrrs to

6

STRATEGIES FOR SUCCESS

Anticipating Customers

r

h e pace of ch a ng e in retailin g is

.i crcl c ratin g- ' li, succeed . we must

understand and anticipate rustum -

r r s' eerr-ch.ingin o needs . As imEx ) r -

t .int . u-e Must work t o 1 'ul l' ill -even

exceed-their expectations each time cusloiners visit

~~ our stores .

Needs and respo n .c s vary among o ur three retail

tiO nn,its . f ~ v e n ,e, . each operating company shapes it s

offering to provide customers with whit the), expect

from the shopping experience : value, yualit N

m e rrhanclisc, appropriate pricin g , c omfiOrt, con -

I venicnre, desired merchandise selection . helpful an d

courteous service and sul't'icient merchandise

inl6nn .itiom .

Here are so me hi ~- hlight . froin each operating

coil p .inv's on-o im_ efforts .

TARGET

satisfy customer concerns directly, from providing

directions to offering "No Hassle" returns . During

1989, sselected stores initiated "Customer Service

Teams" and roving service representatives to assure

that at Target . "self'-serve" shopping isn't " no-serve. .

,~ huppin g, .

∎ ' far o rt continue-, t o increase its o t Trrin g, o f the t op -

yu .i lity brand name. America p rrfcrs .

Target is executing what it does
best: deliver trend - right merchan-
d ise at the r i ght price in a clean , fun,
friendly and convenient environment .

deliver the riot hanllines and .ufwouo cl . - inrludin-, will feature wider aisles, more dramatic merchandise

u 'rnd- ri g ht branded and p ri .: ilc label items-at the d i,plays, br oadC r item as , ortnicnts, more distinct

en~ ironmrnt .

∎ I ;irurt has imnlrincntrcl the "Puacr 1„ Phase . .

Popular ente r taine r Rita

Mo reno is he l ping Target

adver tise its "At Roj o Vivo "

storew i de sale in 1990 . "AI

Ro j o Vivo " is Target 's way

of offeri ng c ustomer s

" red hot prices on red

hot items !"
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quality they want . WO .

Mr n}n's performance has been achievcd through

a multi -pronged e ff o rt t o iniprove its responsiveness

to c us tome rs' needs . Today . Mcrvyn ', is working on989. The J e t s rock group helped Target introdUce

7

∎ I)urin1-1 1989 . Taut_,ct tested various pricing ;+Itcr-

nati . cs, pan of its ongoing et'fi)n to refine pricing to

provide value 10 ru.lOmerS . In 1990, it will continue

to offrr customers regular ~a. in g , through its "Great

Buy.' pricing prograin .

∎ Target's in-stock Position continues to improve

with the Dull implenientation u1 its advanced inven-

1on manaucmrn t program,.

∎ Creative markctim! and advertising techniques help

keep l .u'go at t he (n rcf r cin t of trends. N«vspaper

advrrtiti i n :, circulars were redesi,-,ned in 1989 it)

attract more readers and emphasize featured

merchandise mart clcarl` and dramatically. The

circulars are reinforced by increased broadcast advcr-

ti s in~ . Target's highly s uccrs4ul practice of linking

branded and p ri va t c label merchandise with th emccl

promotions furth e r b r i g ht e n s customer intc r c,, t . [n

the G i tano li ne o1 act ivcWcar. The Juild> . a popular

country-we st e rn C11.10 . personified the 'Lir,_,cl spirit in

broadcast adherti srmenh announcing Tanut's arrival

in the Suuthra st . "l ~ hri~u~~hu u tuut 1990, Target has cxrlu -

.ivc rights t o incorporate the e vcr-popular Ale in and

the ('hipmunk s in it s private label inerchandi"c and

promotional arti .iti cs .

MERVYN 'S

Mervyn's Customer;are pressed for time . They're

% alue conscious and cant t o have quality it e m s at

at 'tordahle prices . Mcrvl'n ' s approach providc"Just

the ri ,, ht amount o f service for busy customers. Its

assortment cat ' trend - ri ,_~M goods offers the value and

r-
~-s

Mervyn's sy stem of

symb ols o n i n -sto r e signs
helps g u ide customers

more quickly to t he areas
of merchand ise they w ant .

This s ymb ol refers to chil-

dren's wear and is used in

most point-of-purchase
signage detailing chil-

dren's clothing .

Dayton Hudson Department

Stores offer customers a

broad range of top-quality

fashions and the knowl -
edgeable service that helps

gel the most from each

wardrobe addition.



Ant ici pat i ng Customers ' Changing Needs

several fronts to make sure it maintains its revitalized ∎ %Icn-}ni, is revamping its marketing cummunica-

DA'Y'TON HUDSON DEPARTMENT STORE CO M PA N Y

Nowhere is superior service more important than in

the full-service department store format . In this era of

intensifying competition, customer loyalty is often ~

won or lost on service-related issues. DHDSC contin-

ues to pursue customer service improvements .

∎ Performance Pus, DH I)SC's multi-year program

to improve customer service, is achieving its objec-

tives. Both customers and employees appreciate its

benefit,.,, Overall . [)HDSC's sides improve in each

m.rrhanclise area ronvcrtcd to I'rrfOrmancc Plus . Atra ll y and make shopping easier .

∎ The "G.iinsharing" pilot program of team-based year-end 1989 . I I stores had fully implemented the

incentive compensation, introduced in stores during program . Another five will adopt Performance Plus

performance

∎ The FYI free Personalized shopping service, with

190 consultants . continues its dramatic growth in

sen ins, new customers .

∎ l>HDSC keeps its facilities fresh and exciting . In

Minnesota, it ti,i I replace the Southdale store in Fall

1990 and the Rosedale store in Fall 1991 . TTwo new ~

Vv'isconsin stores and one Michigan store are set to

open in the ear y 1990 ., a,, is the expansion and
I

remodel of the Burnsville, Minnesota, store .

Photo right :

Appro priate customer

service and w id e assort-

men ts of trend-right items

deliver val ue to Target's

shoppers .

8

popularity among consumers .

∎ In addition to carrying a wide range of nationally

branded items . Mervyn's has greatly improved the

quality of its private label merchandise . The effort is

paying off' . Among Mervyn's best-selling national

brands are Health-Tex . Reebok and Jones of New

York . Its most popular private lines in 1990 include

Sprockets"' apparel for toddlers and Cheetah " ac-

tivewear for adults and children .

∎ Mrnryn continues its strategy of aggressive store

remodeling, having refurbished 25 stores in 1989 and

proceeding with 40 more in 1990 . The remodeled

Mervyn's offers the value , quality
and level of service busy customers
want, along with a dominant
assortment of popular softlines .

stores present Mervyn's merchandise more dramati

buns . During 1989, its adve rti s ing c ircular s were

redesigned to emph asise more product information

and stre s s h ow eas y hlrrv} n 's makes shopping . The

circulars were reinforced with intens ified broadcast

advertising . In 1990, this approac h i s coupled with a

ful l-scale revampin g of private label product packa g-

ing to enhance interest and prov ide sho pper s with

more information .

1989, has increased incentives for better expense

control ant] customer serv ice, resulting i n improved

in 1990 .

Dayton Hudson Department Store
Company is improving customer
service, updating stores and
enhancing its fashion leadership .

Caree r -m in d e d customers

of Dayton Hudson Depart -

ment Stores receive the

quality, style , comfort and

durab i lity they demand

fr o m their wardrobe

investment

Photo left :
Mervyn 's one- stop cash -

wrap stations are designed

with busy c ustomers in
mind . Bar code scanning

makes checking out faster.
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l~Managing of
9

the Long Term
rations via satellite throughout its coast-lo-coast

network of offices. distribution centers and stores .

∎ :\d%anred amirutcr systems have been instrumen-

tal in helping Target achieve an iniprovemcnt in it . in-

Stock position over the past several years through

rapid replenishment and better merchandise alloca-

tion programs.rompanv ', long term growth .

Watson as president following the retirement ol' f 3rucr

We believe our future success
depends on mastering technology
and delivering exceptional
c ustomer servi ce .

G . AllhriOht . The corporate officers as a group-

including the chief eXeCUtives of' the operating

companies -have an average of 13 years I experience

with the Corporation .

A nuijor part Of managing for the long term i~

underyt.indinz the critical factors for success in the rcmipxtitive cost -,trurture by ,trcarnlininL mrrrhan-

iuture. We believe our future .urnss depends oil cline flow, to its nc_irly4W locations . Currently. about

!i~ percent of the merchandise carried by Target

stores is processed through its ti N- stcm cal .given d istri -

h U ti om centers .

∎ Better data management and advanced distribution

technul o,6 es are expanding opportunities file ind ivi d-

u a l st ore merrh .in :s to tail or merchandise assortments

t o local tastes .

Photo right :

Mervyn 's highly successful

key item program builds
volume by identifying and

intensively promoting

popular merchandise , such

as Levi's pant s . Dominant

product displays assure
customers will find

the size , style and color

they want.
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STRATEGIES FOR SUCCESS

R etailing today i s a business of

dclai l S . Success requires thought-

ful. experienced nianagenient . Tile

managernenl team iii List ron .t,intl~

challenge itself to reward its ron,n-

tue n c i cs in the short term without s arrifi c in ,-, the

The Corporation's top management changed at ihr ∎ Major invesuncnt s in new, state-of-the-art di stri-

o utset of 1990 with the promotion o f Stephen L• hut ion facilities al so e nable Target to maintain a

mastering technology and delivering exceptional

customer .rrvire. For us , the two elements are closely

linked : sophisticated, cost-efferti%e management

systems enable us to improve customer service .

TARGET

Target owes much of its fast growth to a focused

management approach and its ability to adapt the

latest technology . Without these . Target could not

have tiucrcti.fully . ltiS I1111IJl C CI (Ill' 60 Alditional stores

it tfiL1 in 1989 .

∎ liid ;n . I an-rt transmits voice and data ccmimLini-

0

.~
e

Dayton Hudson Department

stores' inventory position

and associated carrying

costs for certain lines have

improved greatly thanks to

increased use of UPC

coding and electronic

resupply systems . Among

the many types of mer-

chandise on the system
i s the Estee Lauder line of
cosmetics and fragrances.
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∎ h1r rvv iis was the fir,,[ among sottlin c , retailers tip

adopt UPC ti c ketin g and sc annin g . Today. all

n ic rr hanelitie i s handled in the UPC sys tem .

∎ Mcrvy n's began using electronic data interchange

F. I)I) technology two years ago and today submits

<<rrroxiniateiy 75 percent of its pur chase orders elec-

tronically to about S(xl vendors. At present . Mcrvyn',

i s implementin g electronic processing pit i nvo i ces and

computerized tracking o f shipping notices .

∎ Mcrvyn '~ has replaced it s Northern C alifornia

di s tributi on center with a state-of-the-art fa c ilit y in

Fremomt , California . ' I ' hiti fa c ilit y's updated materials

handling technology ca n process 60 pe rce nt more

v idual community.

CEO

Y44

irget 's coas t -to - coast

etwork of highly auto-
iated distribution faCili -

es helps keep stock on

halves and smiles on
ustomers ' faces. Excellent

ianagement of behind -

i e -scenes d etails such as

roduct flow help to keep

irget competit i ve .
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MERV1fN 'S

Mcr vyn i s achieving it s o bjectives- to make shop -

ping fas t er and reduce o perating costs thro u gh better

logistics . Mcrvyn 's hay analyzed and is constantly

upgrad in g how i t finds and buys goods, processes

mrrr h and i sr, presents 'Loods in stores and capture,,

t hr data o( each tr.in,arti~m .

Manag i ng fo r th e Long Term

merchandise and can acconiniodate further

expansion .

DAYTON HUDSON DEPARTMENT STORE COMPANY

l)avton Hudson Department Store Company's

commitment to being well-managed is evidenced in

the depth of its own executive team, whose leadership

passed in early 1990 to Marvin W. Goldstein . who has

spent half of his ?4-year retailing career at N1 I)SC .

DHDSC's manage Went continues to reap the benefits

of improved logistics by redeplo,,ing operating

sayings into better customer service .

∎ :1 significant proportion ol"I)HDSC's Suppliers are

no" electronical y linked via the company's HA

system, resulting in quicker replenishment and better

inventors control .

∎ 1>HDSC's new alanncr/elistrihutor system al lows

stores to tailor merchandise assortments to the indi-

f

r
Y

~T}

~- ' L--

One key to Mervyn's

success is its ability to

develo p and merchandise

high-quality private la be l

appare l. Like its other

priva t e lines, Mervyn's
"S p ro c k e t s" ' children's

wear is a trusted f avorite
with many customers

because it offers genuine

value-great quality and



STRATEGIES FOR SUCCESS

Responsible

Corporation

e recognize we have many Corporate Conscience Award from t he Co un c il on

constituencies, i ncl udin,-, Economic Priorities for i t s work i n charitable cnn t ri-

th r C0111111LInitie, in which and the Corporation's s ubsequent efforts t o foc us o ur

employment opportunities and contributing ~uluntecr neighborhoods .C,

time and financial resuurers to our communities. Late in 1989 . President and Mrs . (jeorge H . Bush

Each of our operating companies devo tes consid- p resented C h a irman K enneth A . Macke w ith th e

e rahl e attention to enhancing compensation and Nationa l Medal of Art s Award in recog niti on ot th e

career ,idvancen i cnt oppor tuniti es for employees . At Corpo rati o n 's long-standing s uppor t u l cultural ar ti v-

emEiliiyees to improve the balance between career anal T h e Corpora ti o n , o n b e h a lf of Ta rge t and

E,rugraniti by implernenting an Employee Stock

T.ir ,_,c t believes in partnerships- with customers .easier for employers to participate in the success of'

improving the arts and the economic and social pros- co iiimunities .

peas of the communities in which we operate . Our

1989 giving totaled more than $'_'_ million.

In 1989 . [the Corporation received the America',

13

Being
9
a

shareholeler,,, employees,

customers and resid e nt s o f

billions . The award acknowledged the Dayton fant-

il y's pioneering in 1946 of a five perce nt g i vi ng policy

we operate . For years ()(It' operating conipanies have gills to improve the a rt s and aid in the economic and

dem un . t ra t eJ leadership in providing O ut s t a nelin ,_, social devel o pm e nt of' individuals and/or

the same time . each management team works with ides in our commu n iti es .

family respunsihilitic!- . \lcrvynti, was the first corporate contributor to the

In early 1990 %ke si2nificantly improved our benet it .American Red Cross California earthquake fund .

Ownership Plan ( F-SOP1. This program will make it TARGET

our rommcm entrrpris,~. employees, vendors and communities. In addition to

The work of the Dayton Hudson Foundation and their "Power to Please" customer service thrust,

the individual efforts of employees are aimed at Target and its employees are working to build healthy

5A
.o~O// Y`

Target is launching K i d s f or

Saving Earth ( KF S E ), a no n-

profit organization tha t

gets kids involved in
conser v ing energy, recy-

cling, reduci n g p ol lution
and p rotecting w i ldlife.
KFSE was started a s a
sch ool club by si xth - grad er
Clinton Hill, a Minnesotan

who died of cance r last
November. With the help of

Targe t and its c usto mers,

Clinton's drea m of a
nationa l ki d's eco l ogy
organization ma y well

become an important force

for good in 1990 .

Dayton H udson Department

Stores' management took
out full- p age newspaper

ads in 1989 to recognize

public ly its sales c o nsul-
tants for t h eir outstanding

efforts to improve

cust omer service. Both

Hudson's and D ay ton 's

stores are seeing a mar ked
increase in thank-you

notes from customers, who

appreciate the im p r ovin g

service .

lrbke ihe211"s
no on~°~l~
cemem

{



Bei ng a R esponsi ble Corporation

i

N 1r r N ~n 's rs a tli:ar tin L-1 more disabled and mature

among its many gins to me

greater Detroit community ,

Hudson ' s is an underwriter

of the local Independence
Day fireworks display , a
traditional festivity That

draws thousands of area

residents together.

∎ I n response t o a n i nrrca.ing I ` d i \Cr,r population.
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∎ In 1989 . "target invested $3 .5 million in its rummu-

nities to Support programs which are oC runccrn to

families : protecting the environment. providing yual

ity childcare and preventing child abuse. By support-

ing family oriented arts pmgram,s . Target enabled

iamilies to share positive . cdW.itiunal and entertain-

ing, rr4xr iences .

∎ lixlay . Target recycles approximately 75 percent of'

its store malrrial . I .i r,et also encoura,_,cs employees

and customers to Iurther rcdtice the environmental

imparts u f their consumption at a ork and at home .

MERVY N'S

.L1 r r vy n 's rmpl o\cr . :ir r part of' a dynamic an d

c l osel y-knit team that is committed to leadership in

the retail indu s try. That leadership is enhanced by a

rummitmc• nt to comnuinitN service.

We are committed to providing
responsible leadership in ways
that benefit investors , employees,
cu stomers and communities.

∎ %1rrN vi i's continues to offer employees extensive

training opportunitirs through its hlervyris Univcr-

sity rrogratn, which pruvidcs managers with an inter-

active forum to improve their management and

strategic skills .

∎ In 1989 . Mervvn'\ received t he White House

Priva te Sector Initiative citation in recognition ol" its

Famil y-to- l =amil y program, a IlWlti-yearel'I'Ort to help

improve the qualit y . \,ariety an(] reliability of child

care s e rv i t.:es in the communities in whi c h it operates .

Famil y- t . ,-Family ha s been launched in 10 majo r

c iti es Mervyn's serves .

∎ ti1rnyn'~ received in April 1990 tthe Ca li fornia

Association 1iOr the Education tit' Youn,-, Children

Award for corporate corninitinent it) children .

rrt pluyres .

∎ The Mexican American Legal Defense and F.dura-

ti tnn Fund presented its 1989 CCorporate Rc.pun s ihil -

ih Award to Mirvyn's fur the dcvrl opmrnt of a n

Hispanic leadership program .

∎ In early 1990 . ?41crvvrii w as a cu - rccipi enl o1 the

( F u \c rno r' s Award IiO r 13LISiness in the Arts . presented

h•: the Colorado Business Committee in rcro~_,nitiun

ci ? hlcrvti• n 's c I fO rt> to increase access to the arts in

that ,late .

DAYTON HUDSON DEPARTMENT STORE COMPA

[)a~, t on Hudson Departmcnt Store Company runtin

ues the tradition o f its founders in prov i d in gI- mcaning-

1ul partnership u ith employees and leadership in the

r ;m i munitie s wh~rc they live and work .

∎ DHl)SC '. Job Plu s prug r.im, which help s s in g l e

mothers impru~ v their employment skills and pros-

pects. was exam ned as a prototype national proorain

in (l' s lllllo fl y he 'ore the U .S. Senate Coininittee (in

Labor and Hunr, n Resources .

∎ UH I )SC rem.i n . active in creating seasonal

i t icS that have delighted c itiirns in i ts z-l r0mniunil irti

In November 1989, Presi-

dent and M rs . George H .

B ush recognized Dayton

Hudson Corporation's

contri butions to the arts by

presenting Chairman and

Chief Executive Officer

Kenneth A. Mac ke w it h the

N ational Medal of A rts

Awar d .
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1989 HIGHLIGHTS
∎ Led by exceptional performances from Target and Mervyn s, the
Corporation achieved record earnings for the year with fully diluted
earnings per share up 55% over 1988 .
∎ Return on equity from continuing operations increased to a
record level of 22% .
• Strong comparable-store revenue growth and double-digit oper-
ating profit increases were achieved by each Operating Company,
with Target and Mervyn's operating profit substantially above last
year.
∎ The purchase of 7 million shares of the Corporation's common
stock was completed, primarily to offset the earnings per share
impact of the employee stock ownership plan implemented near
year-end .
∎ Dividends declared totaled $1 .17 per share, an increase of 12%

RESPONSIBILITY F OR FI NANCIAL STATEMENTS
AND ACCOUN TING CONTROLS
The following financial statements and other information presented
in this Annual Report have been prepared in accordance with gen-
erally accepted accounting principles . Management is responsible
for the consistency, integrity and presentation of the information in
the Annual Report, which necessarily includes some amounts
based upon our judgment and best estimates .

To discharge this responsibility, we maintain comprehensive sys-
tems of internal controls designed to provide reasonable assurance
that assets are safeguarded and transactions are executed in accord-
ance with established procedures . The concept of reasonable assur-
ance is based upon a recognition that the cost of the controls should
not exceed the benefit derived . After judging the cost and benefit
factors, we believe our systems of internal controls provide this rea-
unable assurance .
The Audit C ommittee of the B oard of Director s, cons i sting of

five out s ide direc t ors, recommends independent audit or s for
appointment by the B oard , and reviews their proposed service s and
report s . The Committee al so reviews the internal audit plan and
audit report s . Our ind ependent auditors . Ernst & Young , o ur inter-
nal auditors and our Chief Accounting Officer have full and free
access to th e Audit Committee , and meet with it peri odicall y, with
and without the pre sence of management . The res ult s of the audit s
and related auditors' opinions on the adequacy of our internal con-

trols and the quality of our financial reporting are regularly
reviewed by the Committee .

Our financial statements have been audited by Ernst & Young,
whose report appear s on page 29 . Their report expres ses an opinion
as to the fair presentation, in all material respects, of the financial
statements and is ba sed on an independent audit made in accord-
ance with generally accepted auditing standards .

Kenneth A. Macke Stephen E. Watson
Chairman of the Board and President
Chief Executive Officer



FINAN CIAL REVIEW OF OPERATIONS

( Millio n s ofDo llars, E xce pt Per- Sh are Data )
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Our object iv e i s to p rovide shareholders wi th a superio r return on
their i nvestment through a combination of current income and stoc k
price ap preci at ion, while ma intai n ing a strong and flexib l e capi tal
s t r u c ture .

PERFORMANCE OBJECTIVES
∎ Return on equity of 18% . Return on equity (ROE) from continu-
ing operations increased to a record level of 22 .0% in 1989 from
14 .5% in 1988 and 10 .5% in 1987 . The ROE improvements were
primarily due to increases in net earnings .
∎ Annua! full

'
~ diluted earnings per share growth of 15% . Fully

diluted earnings per share increased 55% in 1989 compared with a
43% increase in 1988 and an 8% decrease in 1987 . Over the past
five years, fully diluted earnings per share from continuing opera-
tions has grown at a compound annual rate of 16% .

Achievement of our financial performance objectives depends
largely on our ability to produce a superior return on investment
(ROI). ROI is the ratio of net earnings before financing costs to total
investment . We believe growth adjusted ROI is the most important
single measure of financial performance and the primary financial
tool used to manage our business . ROl is an important part of the
performance appraisal and incentive compensation system for
management, the allocation of expansion capital to Operating Com-
panies and the evaluation of capital projects .

The ROI objective we establish bra capital project depends upon
its maturity. Achievement of our annual ROI objective over the life
of a project produces an internal rate of return of more than 13% .
The ROI objective for each of our Operating Companies and the
total Corporation is growth adjusted to reflect the average maturity
of its investments .

Return on Investment 1989 1988 1987

Ne tearnings $ 410 S 287 S 228
Interes t expense-af ter tax (a) 152 1 19 75
Interest equ iv alent in operating leases-after tax (b ) 27 24 26

Earn ings before financing costs S 589 $ 430 $ 329

Working capital(c) $1.221 5 1 .2 9 3 51 .204
Net p ropert y and equipment (d) 3,486 3.106 2,517
Other non-current as sets 56 62 147
Pre sent value of operating leases 414 376 382

Total inv e stment at beginning of year $5,177 54 ,837 $4. :50

Return on inv e s tment 11.4% 8 .9% 7.7%

(a) Interest expense on beginning-of-year debt and capi tal lea s e s .
(b) Ass ume s after- tax int erest c o s t of appro x im atel y 6'/ % on beginning- of-year

presen t value ofoperating lease s for 1989 an d 19 8 8 and 7% fo r 1987 .
(c) C urren t assets le ss n o n - intere s t bearing current liabilitie s.
( d ) Incl ud es c apital l eases .

FINANCIAL POLICIES
∎ Maintain strong investment grade ratings on our debt . Our long-
term debt is rated A +, A and AA- by Standard & Poor's, Moody's
and Duff & Phelps, respect i vely. Commercial paper is rated A-1
and P-I by Standard & Poor's and Moody's, respect ively .
∎ Maintain a debt ra t io within a range of4S°do to 65% . A debt ratio
range gives management the flexibility to respond to changes in the
economic and retail environment . A debt ratio near the bottom of
the range provides the financial capacity to pursue strategic oppor-
tunities, while a debt ratio at the upper end of the range results from
taking advantage of opportunities . Our debt ratio increase in recent
years reflects Target's real estate acqu i s it i ons and our stock repur-
chase programs .
∎ L_ emit future capital expenditure commitments to a level which
couid be funded by projected internally gene rayed funds .

Cap i talization -- ~` 1989 1 988 198 7

Commerc i a l paper - - - - $ 2_la S 148 S 353
L.on l;-term debt (a ) 2 , 582 ?, 478 1,837
Pre se nt va lue ofooeratine leases 395 414 376

Total debt and equivalent 3,2 1 1 3,040 2,566
Deferred items and other (b) 226 276 285
Common shareholders equity 1,753 1,861 1,986

Tote capitalization $5,190 $5 .177 $4.837

Debt ratio (total debt and equivalent as a
pt rcentage of total capitalization) 62 % 59% 53%

(a) Includes capital leases and current portion of debt and capital leases.
(b) Includes Redeemable Preferred Stock and Loan to ESOP

CAPITAL INVESTMENT
The majority of our capital investment continues to be allocated to
Target. In 1989, capital investment totaled $622 mil lion and is
expected to exceed $700 million in 1990. In addition to new stores,
capital is invested in remodeling stores, improving distribution and
upgrading systems and technology.

Capital Investment 1989 1 988 1987

Cap tat expenditures $ 603 8 681 S 839
P res en t va l ue of new ope rat ing leases 19 5 6 37

Total $ 622 5 737 S 876

DIV IDENDS AND COMMON STOCK PRICE PER SHARE
To support the objective of providing shareholders with a superior
return on their investment, it is our policy to make regular annual
increases in dividends on common stock .

Dividends declared in 1989 totaled $1 .17 per share, a 12%
increase over the $1 .041/2 per share declared in 1988 . The quarterly
dividend paid in the first quarter of 1990 was increased to $.33 per
share, representing an annualized dividend of $1 .32 per share .

On March 28, 1990 there were 13,055 shareholders of record and
the common stock price was $68'/a .



ANALYSIS OF OPERATIONS

REVENUES
Each of our t hree major Operating Companies achieved strong
comparab le-store (stores open longer than 12 months) revenue
increases during 1989, with Target generating the major portion of
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(M i lli on s of Dollars , Except Per- Share Data )

EARNINGS GROWTH
Continuing its momentum, Dayton Hudson Corporation reported
excellent earnings growth in 1989 with each of its major Operating
Companies contributing at record l evels.

Fully diluted earnings per share increased 55% in 1989 following
a 43% increase in 1988 and an 8% decrease in 1987 . Fully diluted
earnings per share for 1989 include the dilutive effect of common
stock equivalents and assumed conversion of the ESOP preferred
stock since date of issuance. Fully d il uted earnings per share for
1988 and 1987 are as originally reported . The fol l owing table illus-
trates the impact of the major factors contributing to the change in
fully diluted earnings per share since 1987 .

Variance analysis : 1989 vs. 1988 1988 vs . 1 9 8 7

Prio r y ear's fully diluted earning s per s hare $3 .45 $2 . 41
Change in fully diluted earnings per share due to :
Revenues . 66 . 5 2
Gross marg in rate . 60 .36
Opera t i n g ex pens e rate .21 ( . 16 )
Sta rt- up e xp e n se ( .01) . 24
Intere s t expense. net * (. 1 1 ) ( . L9 )
Income tax rate ( .02) . 18
Corporate expen se and other fac t ors, net .40 ( . 12 )
Employee stock owne r s h i p pl an, net* (.05) -
Stock repurchase, ne t * . 22 .21

Eldly di luted earning s per span $5.35 5 3 . 4 5

"Block rep ur ch ax , net inc lude s the impac t o f i nterest in c urr ed on debt i ss ued t o
finance the s toc k repurchase programs, exc ept intere st expen s e and s hares re l ated
to the ESOP.

Net earnings i ncreased 43% in 1989 fo llowing a 26% increase in
1988, and a 10% dec li ne in 1 987 .
The differe nce be tween the percentage changes in ne t earnings

and fully diluted earnings per share is due to the im pact ofth e stock
repurchase programs Management be l ieves t he percen tage i n -
crease i n fu lly d iluted earnings per share to be the truer meas u re
of performance because the change in net earnings is negati ve ly
impacted by interest on debt i ncurre d to finance t he repurchases,
but it does not reflect the sig nifi cant positive impact of the re duced
number of shares .

total revenue growth . Target's growth was fueled by its aggressive
expansion in California and the Southeastern part of the country
over the past few years . Revenue growth at Mervyn's was due to
strong comparable-store sales growth, remodeling of stores and
continued expansion into its existing markets, while the 1989
increase at Dayton Hudson Department Store Company (DHDSC)
came from base business growth. Inflation over the past three years
has been minimal and as a result, reported revenue increases closely
approximate real growth .

Revenue
1989 1988 1987

Growth (53 Weeks) (52 Weeks) ( 52 Weeks) (52 Weeks )

All Comp. All Comp. All Comp . All Comp.
Stores Stores Stores Stores Store s Store s Stores Stores

Target 19% 7% 17% 6% 19% 3% 22% 4%
Mervyds 13 9 12 8 7 1 II
DHDSC 6 6 5 5 9 9 (I) ( 1 )

Total * 15% 8% 14% 6% 14% 3% 14% 2%

' Excludes Lechmere .

One measure used to evaluate store productivity is revenues per
square foot .

Revenues Per Square Foot' ( Unaudit ed)
(Do llar s) 1 989 1 988 1987

Targe t - -- $197 $192 $ 193
Mervyn's 224 209 216
DHDSC 233 222 202

'Thirteen -month ave ra ge ret a il square fe et .

I mproved reve nues per square foot at Target and Mervyn's refl ec t
st rong comparab l e-store sales growth . DHDSC's increase i s also
du e to strong mature-s to re sal es g rowth , plu s the continued imple-
mentation of i ts program to provid e superior customer serv i ce . The
impact of the 53rd week i n fiscal 1 989 on revenues per square foot
was min imal .

Included in revenues is fi n ance charge reve nue of $161 mill ion
on i nterna l c red it sales of $2 .7 billion in 1989, $ 147 mi ll ion on sales
of $2.6 billion i n 1 988, and $143 million on sales of $2 . 4 bi l lion i n

1 987 .



Analysis of Operations

Income Tax Provision - -- --- 19ti9 1988 1 987

Currcm :
F=decal S 231 $ 175 S 170
S tate 46 39 32

277 214 202

De fe:.Ted: - - -
Federa l (8) (24 ) (26 )
State (1) (5) (5 )

1 9 ) ( 29) (3 1 )

Total s 268 ~ 185 s 171

1 8

GROSS MARGIN RATE
The overall gross margin rate (excluding buying and occupancy)
improved during 1989 despite the continued rapid expansion of
Target, our low-margin strategy . Significantly lower 1989 LIFO
expense contributed to the overall rate improvement .
∎ Targe t's gross margin rate improved due to a lower markdown
rate and LIFO expense, partially offset by the impact of its every-
day low pricing test and other planned programs to improve cus-
tomer va lue .
∎ Mervyn's solid gross margin rate increase was due to better
inventory content and controls, resulting in a significant improve-
ment in the markdown rate. Lower LIFO expense in 1989 also con-
tributed to the gross margin rate increase .
∎ DHDSC's gross margin rate was up slightly compared with last
year primarily reflecting lower 1989 L IFO expense .

Strong improvement in the overall gross margin rate in 1988 as
compared to 1987 was primarily due to strengthened inventory con-
trols and content resu l ting in fewe r markdowns at Mervyn's an d
DHUSC .

OPERATING EXPENSE RATE
The overa l l o pera t ing ex pense rate improved in 1 989 compared to

1 988 . Opera tin g ex penses in c l ude buying and occu pancy cos t s,
se l ling, pub l ic it y and admin i st ra ti ve expenses, depreciat ion and
taxes oth er than i ncome taxes .
∎ Target's ope rati ng expense ra te improved s l ig htly d ue to a strong
sales gain, partia ll y offset by increased costs for nationa l promo-
t ions a nd star t-up costs fo r the implemen t a t ion of effic iency pro-
grams at s to res and d i s tribut ion cent ers .
∎ Mervyn's opera t i ng expense rate improved fo r t he fourth consec-
utive year as a result of s trong sa les growth and the co ntinued
emphasis on expense control .
∎ DHDSC 's opera t i ng expense ra te improved slig htly desp i te the
abso r pt i on of h igher s tore expenses rela tin g to t he cont i nued impl e-
mentation of its program to provide superior customer service .
The sligh t i ncrease i n t he 1 988 overa l l o pera ti ng ex pense ra te

compared w i th 1987 ref lected aggress i ve ex pense control a t
Mervy n's, offset by slig htl y h i gher expenses a t Target as a result of
new sto re openi ngs and at DHDSC due to implementation cos t s of
its c ustome r service program .

START-UP EXPENSE
Overall start-up expense increased slightly in 1989 reflecting the
expansion of Target into the Southeastern part of the country. A
total of 69 new stores were opened by our Operat ing Companies in
1989 compared with 42 new stores in 1988 .

INTEREST EXPENSE
Interest costs increased significantly during 1989 due to higher lev-
e l s of deb t requ ired for capi t al ex pansion , s tore remodels a nd other
improvements and financ i ng of the s tock repurchase programs .

Components of Interest Expense , Net 1989 1988 1 987

Interest on debt* $ 268 $ 2 14 S 146

Intere s l on ca pital lease. 15 17 17

Interest c o st c apit alized (10) (7) l7
In terc> ,t income ( 6 ) (6) (4

Net expense $ 267 $ 2 18 $ 1 52

'In cludes i n terest in c u rre d o n de bt t o fi n a n ce t h e s t oc k rep urchase program s,
including intere s t cm ESOP shares. of 574 million in 1989.$39 million in 1988 and

$5 m ill ion in 1 987 .

INCOME TAXES
Effec t ive tax rates for the pas t three years vary from the federal s tat -
utory ra t e as fol lows :

Percent of Earnings Before Income Taxes 1989 1988 1 987

Slat u t .)ry rate 34.0% 34.0% 39 .0
S t ate income tax es, net o f fed e ra l ta x bene fit 4 .3 4.7 4 .
Tax credits, net* ( .5) ( . 5) ( .6)
Othe r 1 .7 1 .0 . 4

EfTeci i ve tax rate 39.5% 39.2% 42 . 9 °F

*Tax : redits, net , primarily targeted job tax credits, were 53 m il l i o n in 1989 and S :
mil lio n i n 1988 and 1987 .

The benefit o f a lower tax rat e i n 1 989 and 1988, result i ng from
the 1986 Tax Reform Act , is part i a ll y offset by the reduced benefi t
of state tax deduc tions.

The components of the provis ion for income taxes for the past
three years are as follows :
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EMPLOYEE STOCK OWNERSHIP PLAN
The Corporat ion established an employee stock ownership plan
(ESOP) in January 1990 to enhance its employee benefit program .
Implementation is scheduled for April 1990 . The ESOP has been
funded through the issuance of a new series of the Corporation's
preferred stock .

The impact of the employee stock ownership p l an, as shown in
the variance analysis, includes the net earnings impact associated
with the ESOP, the impact of the October 1989 stock repurchase
program (including interest expense) attributable to common stock
equivalent to ESOP conversion requirements, and adjustments
related to the fully diluted earnings per share calculation .

1 8

The deterred tax provision is comprised u1 the tOlk»ving timing
l errnrr, :

Deferred Tax Pror is i o n 1989 1988 1987

Depreciation expense $ 24 S 3 1 S 40
I nstallment sales deferred inco me (33) (29) (38)
Inventory cost capitalization (8) (4) (11)
Bad debt expense (4) (5) (2)
Vacat ion pay expense (2) (4) (6)
Test s trategy reserve 11 (13) -
Other 3 (5) (14)

P ro v ision for deferred taxes $ (9) S(29) S(31)

Tax legislation enacted in 1987 and 1986 eliminated installment
sales reporting and created new timing differences pertaining
to inventory capitalization rules, bad debt expense and limitations
on vacation accruals . Most of these items have a four-year
transition period .

In December 1987, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No . 96,
"Accounting for Income Taxes ." The Statement, as amended,
requires all companies to adopt the liability method of accounting
for income taxes no later than 1992 . Adoption of the Statement is
planned for the beginning of the 1990 fisca l year with the benefit of
the change shown as a cumulative effect of accounting change to
net earnings of approximately $50 million to $60 million .

CORPORATE EXPENSE .AND OTHER
Corporate expense and other for the past three years are as follows :

Corporate Expense and Other 1989 1988 1987

Currwatc headquarters expense $20 S19 S18
Other 21 4 7 26

Tota l $41 $66 $44

The major components of other are charitable contributions in
support of our 5% giving program, net results of test strategies and
the operating results of Lechmere through September 30, 1989 , the
effective date of its sale .

Other also includes a $ 10 million reversal in second quarter 1989
of a $35 million re serve establi shed in fourth quarter 1988 for the
discontinuance of a test strategy. Included in other in 1987 is a $9
million expense related to an unsolicited takeover proposal .

SIGN I F ICANT EVENTS
∎ Stock Repurchase. In July 1989, the Board of Directors autho-
rized the Corporation to purchase 7 million shares of its common
stock . The shares were purchased via a Dutch Auction cash self
tender offer completed in October 1989 at a price of $62 .875 per
share. The majority of the 7 million shares are equivalent to future
conversion requirements of the newly established ESOP

In October 1988 and October 1987, the Board of Directors
authorized the Corporation to purchase a total of 20 million shares
of its common stock . The purchase was completed during 1988 at
an average price of $33 per share .
∎ Sa le of Lechmere. The sale of Lechmere was completed in
November 1989 for approximately book value plus selling
expenses. This transaction was immaterial to our consolidated
financial statements . Operating results include Lechmere through
September 30, 1989 (the effective date of the sale) .
∎ Rea l Estate and Lease Acquisitions. In 1988, Target purchased
31 stores in the Southeastern part of the country. The stores were
remodeled and opened as Target stores during 1989 . In 1986, Tar-
get purchased existing store sites located primarily in California,
with 50 sites opened as Target stores in 1987 .



Analysis of Operations

1989' 1988

$ 7 ,519 $ 6 .331
3,858 3,411
1 ,801 1,693
466 769

$1 3,6 $12,204

BUSINESS SEGMENT COMPARISONS
(Millions o f Dollars)

Revenues
Target
Mervyn's
Dayton Hudson Department Store Company
Other

Tot al

Operating Profit
Targe t
Mervyn ti
Dayton Hudson Department St ore Company

To ta l
Interest Expense, Net
Corporate and Other

Earnings from Continuing Operations
Before Income Taxes and Extraordinar y Charge

Operating Profit as a Percent of Re venues
Target
Mervyn's

~ Dayton Hudson Department Store Company

Assets
Target
Mervyn
Dayton Hudson Department S tore Company
Corpo rate an d Other

Total

1986 1985 1984*

$4,355 $3,931 $3,550
2,862 2,527 2,141
1,566 1,448 1,396
476 349 432

$9,259 $8,255 $7,519

$ 5,306
3,183

1 .552
636

$ 10,677

$ 236
223
107

566
98
15

$ 278
245
122

645
100
27

$ 449 $ 341 $ 323 $ 31 1
358 256 150 160
179 1 59 1 22 1 66

986 756 595 637
267 218 152 118
41 66 44 25

$ 678 $ 472 $ 399 $ 494

6 . 1 % 7 . 1 %
4 .7 5.6
7 .9 10 .6

$1,519 $1,375
1,615 1 .329
738 727
546 369

$4 .418 $3,800

$ 3,505
2,260
838
81

9. 6 ,6 fW

$ 2,982
2,166
808
567

$ 6,523

$ 2 .638 $2,179
2,11 4 1,8 1 7
761 739
563 547

$ 6,076 $5,282

Depreciation
Target $ 170 $ 146 $
Mervyn's 98 91
Dayton Hudson Department Store Company 34 33
Corporate and Other 13 20

Total S 3 15 $ 290 $

Capital E xpenditures
Target S 414 $ 457 ~
Mervyn 's 133 154
Dayton Hudson Department S tore Company 37 31
Corporate and Other 19 39

To ta l $ 603 $ 681 $

*Consisted of 53 weeks.
Other incl udes Di amond 's and John A . Brown through September 1984 ard lxchmere through September 1989 .

70 $ 66
54 43
27 32
7 4

158 $ 145

103 $ 76 $
82 68
30 28
16 Il

231 $ 183 $

$ 598 S 138 $ 110
243 177 165
31 37 33
69 51 28

$ 941 $ 403 $ 336

501
207
49
82

839

BUSINESS SEGMENT TRENDS
Tota l operating profi t from Target . Mervyn's and DH DSC increased
3 1 °k in 1989 as eac h Opera ting Company contr i buted at a record
level . Target pos ted its 15th consecutive yea r of record operating
profit with a 32% increase over last year, w hile Mervyn's 40%
increase and DHDSC's 12% increase a lso pro pe ll ed both compa-
nies' operat ing profi t to record l evel s .
∎ Target 's significa n t i ncrease in opera t i ng profi t primari l y reflec t s
s trong sa les growt h and an improved gross margin rate . The

increased operating profit was achieved de spite lower productivity
in it s substantial new store base .
∎ N[ervyn's operating profit improved substantially reflecting con -
tinued improvement in s ale s, gross margin and expen s e
management .
∎ DHDSC's op erating profit a chieved a record level due to a solid
s ales gain and improved gross margin and operating expen s e rates .
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1987

6.0
9 .3
10 .0

5 .4%
7 .5
9 .4

$ 518 $ 453

7 .1% 6.6%
9 .7 10.4
8 .4 6 . 9
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QUARTERLY RESULTS (Unaudited)
The Corporat ion reported a double-digit increase in to tal revenues
and a solid increase in com parable-s tore revenues in a ll four quar-
ters of 1989 . Dur i ng 1 989, fu ll y di l uted earni ngs per s ha re for each
quarter showed substant ial improvemen t ove r the respective
quarter in 1988 .
The same account ing po l ic i es are fo ll owed in preparing quar t erly

financial data as are fo llowed in preparing annual da ta :
∎ Costs direct l y assoc iated with reven ues, such as cos t of goods
so ld and addi tional re nt o n l eased stores, are allocated based on
revenues .
∎ Certain other cos ts not di rectly associated wi th reve n ues, such as
real estat e taxes, bonuses, professional fees, costs of opening new
stores and benefit pl an expenses, a re allocated even l y throughout
the year.
The tabl e be low summarizes our resul ts by quart er for 1 989 and

1988 .

*LIFO expense per share is computed based on fully diluted average shares out-
standing during each period . The sum of quarterly LIFO expense per share may not
equal the total-year amount due to the impact of stock repurchase programs on
average shares outstanding .
The allocation of LIFO expense is adjusted each quarter for

changes in estimates of retail inflation rates and inventory and
markup levels . In fourth quarter, a final adjustment is recorded for
the difference between the prior quarters' estimates and actual
LIFO expense. In 1989, the fourth quarter LIFO credit reflects a
lower than anticipated retail inventory inflation rate .

The decrease in the 1989 LIFO provision is due primarily to a
lower retail inventory inflation rate relative to 1988 and growth in
inventory levels associated with increased new store openings . The
increase in the 1988 LIFO provision was due primarily to a higher
inflation rate relative to 1987 and a smaller growth in inventory lev-
els due to fewer new store openings .

First Quarter Second Quart e r Third Quarter Fo urth Quarter Total Year
1989 1 988 1989 1988 1989 1988 1989 1988 1989 1988

Revenues $2,826 5 2 .544 $3,097 52,693 $3,216 $2,867 $4.485 $4,100 $13,644 $12,204

Gross Profit ( a ) $ 768 S 654 $ 832 5 672 $ 86 7 $ 770 $1,287 $1,128 $ 3,754 $ 3,224

Ne1 Ea rnings $ 40 $ 31 $ 56 $ 28 $ 64 $ 46 $ 250 $ 1 82 $ 410 $ 287

Fully Diluted Earn ings Per Share (b) S .51 $ .36 $ .72 $ .34 $ . 83 $ .54 $ 3.4 5 $ 2.31 $ 5 .35 $ 3 . 4 5

Average Common Shares Outstanding (Millions)-
Fully Diluted (c) 77 . 7 85 . 7 77.7 84.8 77 .5 83 .8 72.3 79 . 1 76 . 6 83 .3

Quarterly Divi dend Declared Per Share $ . 28 $ .251/2 $ . 28 S .251/2 $ . 28 $ .251/2 $ .33 S .28 S 1 . 17 $1 .041/2

Common Stoc k Price (d)
High $ 48 5 40 %. $ 58 $ 36'/a $ 64 $ 451/2 $ 66 3/e S 441/4 S 66~/s S 451/2
Low 43 32% 47 1/z 313/6 57 7/w 347/x 58 1/s 38'/x 43 31 5/e

( a ) G ross profit is re venues less cost o f retail sales, b u ying and occupancy. Re nt al expense h as be en reclass ified into occupancy fo r all periods represen ted i n t h is rep ort .
( h) Fu ll y dilu t ed earn ings per share are computed independent l y for each of the quarters p resented . Th e sum of the quarterly earni ngs per share does not eq ual the total-ye ar

amount due to the impact of stock repurchase programs on average shares outstanding .
(c) Fully dil ut ed earni n gs per share fo r Fourth Qua rt er a n d Total Year 1989 inc lu de t he dilu t i ve e ffec t of common stock e quivalents a nd assumed conversion of the ESOP

Preferred Stock si n ce date o f issua nce. Fully dil uted earnings per s h are for t h e first three quart ers of 1989 a nd all periods of 1 988 are a s orig inally reported .
(d) Dayto n Hud son Corporations common st ock i s l i sted on the New York Stock Exc h ange and the Pacific Stoc k Exchange.

2 1

The fol lowing ta bl e s hows quarter ly l ast in, firs t ou t (LIFO )
expense and its impact on fu l ly diluted earnings per s hare.

LIFO Expense/(C redit )' 1989 1988 1987

Per Per Per
Quarter $ Share 5 Share $ Share

F irst $ 15 $ .11 $12 $ .09 $ 9 S .05
Second 13 .11 1 4 . 1 0 II . 06
Third 4 .03 10 .07 4 .02
Fourth (32) (.26) 8 .06 (2) ( .0 1 )

Total Year $ - $ - $44 5.32 $22 5 .13



CONSOLIDATED RESULTS OF OPERATIO NS
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Da y ton Hudson Corp oration and Subsidiaries

~ ( Milli o n s o f Dol la rs . Except Per-Share Data) - 1989 1988 1987

Revenues $ 13,644 $ 12,204 $ 10,677

~ Costs and Expenses

Cost of re tai l sales, buy i ng and occupancy 9 ,890 8,980 7,950

Sell ing, publ ici t y an d ad ministrat ive 2 ,264 2,038 1,769

Depreciation 315 290 23

Intere st expense, net 267 218 152

Taxes other t han income taxes 230 206 176

Total Costs and Expenses 12 ,966 11,732 10,278

Earnings Before Income Taxes 678 472 399

Provi sion for Income Taxes 268 185 171

Net Earnings $ 410 S 287 $ 228

Earnings Per Share :
Primary $ 5.37 $ 3 . 45 $ 2 .41

Fully Diluted $ 5 .35 $ 3 .45 $ 2 .41

Average Common Shares Outstanding (Mil li on s) :

Pri mary 76.3 83.3 94 .8

Fully Di l ut ed 76.6 83 .3 94 .8

These financial statements should be read in conjunction with the Analy s is of Operations on pages 17 - 21 and the informati o n on pages 26-29 .



CONSOLIDATED STATEMENTS OF F INANCIAL POSIT ION
Dayton Hudson Corporation and Subsidiaries

(Millions of Do lla rs) Februar y 3 , 1990 January 28 . 1989

ASSETS
Current Asse ts
Cash and marke ta bl e secur i t ies $ 103
Accounts rece ivable (net of allowance for do ubt ful accounts of $37 and $35) 1 , 138
Merchandise inventories ( ne t of accumulated LIFO prov i sion of $ 1 69 and $154) 1 ,827
Other 39

Total Current A ssets 3 , 107
Propert y and Equipment
Land 545
Buildings and improvements 2 ,749
F ixtures and equipment 1 ,422
Construct i on-in-progress 157
Accumu lated deprec i at i on ( 1 ,350 )

Net Propert yand Equipment 3,523

Other 5 4

Total Assets $ 6 ,684

LIABILITIES AND COMMON SHAREHOLDERS' INVESTMENT
Current Liabilities
Commerc i a l paper $ 234
Accounts payab l e ( in c l uding outstanding drafts of $276 and $24 8) 1 , 166
Accrued l iabilities 536
Income taxes-payable and curre nt deferred 187

Current por tion of long-term debt 72

Total Current Liabilities 2 , 195

Long -Term Debt 2,510

Deferred Income Taxesand Other 225
Redeemable Preferred Stock 379
Loan to ESOP (378 )

Common Shareholders' Investment
Common stock 71

Addi tional paid- i n capital 34

Retained earnings 1,648

Total Common Shareholders' Investment 1,753

Total Liabiliti es and Common Shareholders' Investment $ 6,684

These financ i a l s ta t e ments should be re a d in conju nc t ion with the Analysis ofOpe ra ti o n s on pages 17-2 1 a nd t h e info rma t i o n on pages 26-29 .
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$ 53
1,223
1 , 669

36

2,981

497

2,566
1,335
308

(-1 .220)

3,486
56

$ 6,523

$ 148

1,056
566
138
95

2 .003
2 .383

276

78
25

1,758

1,861

$ 6,523



CONSOLIDATES STATEMENTS OF CASH FLOWS

1989 1988

$ 410 $ 287

292
27
(56)

(149)

(46)
1

35
146

537

690
(18)

672

1 35

Financing Ac tiv ities
Increase/(decrease) in commercial paper
Additions to long-term debt
Purchase and redemption of debt
Principal payments on long-term debt

Repurchase of common stoc k
Dividends paid
Other

(205)
69 1
(39)

(17)
(329)
(85)
(3)

1 3

( 1 22)
1 75

$ 53

86
242

(30)
(95)

(440 )
(85)
18

(304)

50
53

$ 103

(19)
(340)
(87)
(16)

342Total from Financing Ac tiv i ties

Net Increase/(Decrease) in Cash and Cash Equiva lents
Cash and cash equivalents at beginning of year

Cash and Cash Equivalents at En d of Year

(49)
224

$ 175

2 4

Dayton Hudson Co rporati on and Sub s id i ar ies

I Millions of Dollars I

Operating Activities
Net Earnings

Reconci li atio n t o cas h flow :
Deprec i at i on and amortiza t ion
Non-current deferred tax provision
Current deferred t ax provis ion

Decrease/(i ncrease) in accounts receiva b le

( Increase) in inventory
Increase in accounts payab l e
Increase/(decrease) in income taxes paya ble

Ot her

Cash F low Provided by Operations

Investing Activities
Expend i tures for property
Disposals of property

Total from In vesting Activ ities

Net Financing ( Sources) Requirements

3 1 9
1 9

(29 )
91

( 1 58 )
110

33
(56 )

739

619
(234 )

385

(354 )

1987

$ 228

232
5

(36)
(21)

(311)
213
(18)
18

310

787
(86)

701

391

353
451

Amounts i n t hese statements are pres ented o n a c as h bas is and therefore may differ from those shown in other sectio n s of this ann ual repor t . For purpose s of t hese state ments,
all sh or t - t e rm investments purchased w ith a m a t urity of three months or less are consi dered c ish equi valen ts.

Invest ing and fina n c i ng ac t iv it ies not reported in the Sta tements ofCash Flow s, becau se they Jo not i nvolve cash, inc lud e financing ac tiv it i e s i n 1 989 of t he issua n ce o f $379

mill ion of ESOP pre fer red s t oc k i n co nsi derat io n for a 5379 m ill ion 15-year loan from the ESOP No n-cash investing and fi nanc ing act i vi tie s also include capital lease activity.
In 1 989, dispos i tion of c apit al le ases o n build i ng s and equ ipmen t we re S ( I 21 mil l i on . In 1988 and 198 7, obligat ion s we re inc ur r ed whe n [cases we re en te red i nt o for buildings
and equipment of $2 mi ll ion and $8 m illio n , re s pect i ve l y. I n addition, non -cas h ca pi tal expenditures resu ltin g from assumed liabili t i e s and asset roclass i ficat ions were $3
million in 1 989 a nd $43 mill ion in 1987 .

Inte rest paid (i ncludi ng i n terest capitalized) d urin g 1989, 1 988 and 1 987 was $269 million, $I% m ill i on a nd S141 mi lli on, re s pec ti vely. I ncome tax p aym e nts of 5 248 mill i o n ,
E1 79 million an d S218 millio n were made d uring 1989, 1988 and 1987, respect i vel y.

The net ch ange i n commercial paper incl udes t he repayme n t of $6 million of commercial paper with maturities over 90 days in 1 988 and t he issu ance of $66 million a nd
r epa yment o f S60 million ofcommercial pap er with matu rit ies ov er 90 days in 1987 .

In 1 989, the reconcil iation of ne t e arni ngs to cash fl o w and disposals of p roperty i n cl ude t he sale of Lechme re.

These fi n a n cial s ta t e men ts should be re ad i n co nj unct ion wi th t he Analysis ofOperat ions o n pages 1 7-2 1 a nd the informat ion on page s 2 6 -29 .



CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS ' INVESTMENT
Dayton Hud son Corporat ion and Subsidiaries

Additional Retained
Paid-in Capital mornings

$ 19 $ 2 .064
228
(87)

4
(328)

23 1 .877
287
(85)

2

Common
Stock

$ 97

( 1 2)

86

( Millio n s of IA dlars)

Balance January 31 , 1987
Consolidated net earn ings
Dividends dec lared
Stoc k opt i o n act ivi ty
Stoc k repurchase

Balance January 30 , 1988
Consolidated ne t earnings
Dividends declared
Stoc k option activ it y
Stock repurchase

Balance January 28, 1989
Consolidated net earnings
Dividends declared
S t ock option activity
Stock repurchase

Balance February 3 , 1990

Total

$ 2,180

228
(87)
5

(340)

1 .986
287
(85)

2
(329)

1,861
410
(87)
9

(440)

$ 1,753

(8) (321 )

78 25 1.758
410
(87)

9
(7) (433)

$ 71 $ 34 $ 1 . 648
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Preferred Stock
Auth ori ze d 5,000, 000 shares . $ Al par value : 4 38, 353 shares ( Seri es B ESOP Convertible Preferred Stock) out standing at February 3 . 1990 : no s har es out standin g at January
zx, 1989 .
Common Stock
Authorized 500,000,000 s hare s S I par value : 70 .874,232 s hare s i ss ued and out standing at February 3 . 1990; 77 .648 .989 s hare s i ssued and o u tsta nd i n g at January 28 . 1989 .

Juni o r Preferred Stock Ri g hts
In September 1986, a distribution o f pre ferre d s hare purchase ri g h ts wa s decl ared . Terms o f th e pla n provide fo r a distribution of on e prefe r re d sh are purchase ri g ht o n e ac h
o u tst an ding share of Dayton Hudson commo n stock . Eac h right w ill entit l e shareh ol ders to bu y one-h u n d re d t h o f a s hare of a new .eries of j un io r part ic ipat ing prefe rred stock
at an e xercise price o f $ 150 . s u bj e ct to adj u s t men t . The rig ht s will be e xerc i sable on l y if a p erso n or grou p ac q uires ownership o f 20% or mo re o f Dayton Hudson common
stock or a nnoun ce s a tender o f fe r to acquire 30% o r more o f the common st oc k .

The se fin anc ial s tatements should be read in conjun c tion with the Ana lys i s of Operat ion s on pages 17 -2 1 and the info rmatio n on page s 26- 29 .



SUMMARY OF ACCOUNTING POLICIES

Consolidation . The financial statements include the accounts of
Dayton Hudson Corporation and subsidiaries after elimination of
material intercompany balances and transactions . All subsidiaries
are wholly owned .

Marketable Securities . Short-term investments are recorded at cost,
which approximates market .

Sales and Accounts Receivable . All customer receivables are clas-
sified as current assets including some which are due after one year,
consistent with industry practice . Accounts receivable generally are
written off when any portion of the balance is 12 months past due,
or when the required payments have not been received for six con-
secutive months. The allowance for doubtful accounts is based on
past bad debt experience and on the ages of the various accounts .
For tax purposes, a bad debt is recognized when the account is
written off.

Inventories. Inventories and the related cost of sales are accounted
for by the retail inventory accounting method using the last-in,
first-out (LIFO) basis . Under this method, the cost of goods sold as
reported in the financial statements reflects current cost, thereby
minimizing the effect of rising prices associated with inflation .
Certain additional costs are included in inventory for income tax
purposes .

Fiscal Year. The fiscal year ends on the Saturday nearest January
31 . Unless otherwise stated, references to years in this report relate
to fiscal years rather than to calendar years . Fiscal year 1989
included 53 weeks, while 1988 and 1987 included 52 weeks .

Reclassifications . Various reclassifications have been made to the
previously reported 1988 and 1987 amounts to conform with the
1989 presentation .

DEBT AND LEASES

At year-end , additi o nal credit wa s al so available in the form of an
annually renewable , three - year revolving credit agreement for $ 185
mi li on with nine lending in stitution s and afoot-year revolving
credit agreement for $125 million with six lending in stitutions .
A fee i s paid for the availabilit y of the revolving credit agree-

ments and an option i s available to borrow at the prime rate or other
negotiated rate s . In each of the years 1989 . 1988 and 1987 fee s o f
$1 m il li on were paid under these agreem ents . Any balance out -
standing under the three-year revolving credit agreement at the end
of a three -year period may be converted at our option into a four-
year term loan . There were no balances outstanding at February 3 ,
1990 .
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Property and Equipment . Property and equipment is recorded at
cost less accumulated depreciation. For financial reporting, depre-
ciation on property is computed using the straight-line method over
estimated useful lives . Accelerated depreciation methods generally
are used for tax purposes .

Per-Share Data . Primary earnings per share are computed by divid-
ing net earnings less dividend requirements on ESOP preferred
stock by the average common stock and common stock equivalents
outstanding during the period . Fully diluted earnings per share
assumes conversion of the ESOP preferred stock and adjusts net
earrings for the additional expense required as a result of the
assumed elimination of the ESOP preferred stock dividends . In
1988 and 1987, the primary and fully diluted earnings per share
computations are based upon weighted average shares outstanding
as common stock equivalents did not materially dilute earnings per
share .

(Million s o f lho llarsl

LINES OF CREDIT
At February 3 , 1990, $434 million in commercial paper wa s out -
s tanding at a weighted average interest rate of 8 . 3°k, with $ 200 mil -
lion cla ssified as long -term debt . During the year , the average
amount of commercial paper and note s payable out standing wa s
$453 million , at a weighted average interest rate of 9 . I °k .

During 1989 , intere st rate swap s were utilized t o reduce intere s t
r a te r isk by effec t ively fixing rates on $200 million o f v ar ia ble -ra te
commercial paper.
Unsecured lines of credit ranging from $69 million to $557 mil -

lion were maintained with ten banks during 1989 , with a portion of
these credit fa c ilitie s maintained to meet temporary work i ng capital
needs . At year-end , unsecured lin es of credi t totaled $144 mil lion .
The lines of credit bear intere st at prime or at other rates agreed
upon at the time of the borrowing s . Compensatin g balances were
not required under any of the se agreements .
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Rent expense, included in buying and occupancy, includes per-
centage rents which are based on a percentage of sales over stated
levels .

Composition of Rental Expense

Minimum rrnts on long- term operating lease s
Short - t erm re nt s
Perce nt age rent s
S ubl ease income
Exec u to ry cos ts

Net expense

$68 $70 $71
11 II 14
15 16 16
(2) (2) (2)
(Zl (2) (2)

$90 $93 $97
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LONG-TERM DEBT
During 1989, long-tcrm debt of $44 million due 1990 to 2014 was
issued at rates ranging from 6% to 9 .95% .

At year-end 1989 and 1988, long-term debt, including capital
lease obligations, due beyond one year was :

Long-Term I )e bt Feb . 3 . 1 99 1 Jan . 28, 1 989

('ununercial paper bac ked by revol ving credit $ 200 ~ -
71/2% to I I'/4°.i Unsecured Notes and Sinking

Fu nd Notes and Debentures due 1990 to 2017 2, 125 2 .177
7'/4% to 13'/+% Other U nsecure d Notes due

1 990 to 201 4 35 38
5.6% to 12%Notes and Contracts for
purchase of real estate due 1990 to 2014 3 4 32

Cap ital lease obl igation s 116 136

Total $2.510 $?. 383

At February 3 . 1990, long-term revolving credit agreements sup-
ported the $200 million of commercial paper which bears interest
rates fixed through swap agreements . It is our intention to maintain
such obligations outstanding for a period beyond one year .

The sinking fund and principal payments on long-term debt,
excluding commercial paper and capital lease obligations, over the
next live years will be' $67 million in 1990, $247 million in 1991,
$181 million in 1992, $246 million in 1993 and $43 million in
1994 .

Collateral . As a condition of borrowing under mortgage notes
and contracts, related land, buildings and equipment have been
pledged as collateral . At yearend, approximately $47 million of
property and equipment served as collateral for these loans .

LEASES
Leased property and equipment which is capitalized and included
in Property and Equipment in the Statements of Financial Position
is as follows :

Propert} Under Capital Leases Feb . 3, 1990 Jan . 28 . 1989

Land and buildings $161 $174
Fyuipment 12 13
Accumulated depreciation 180) ( 75)

Net - - $ 93 $112

If the minimum lease payments for all operating lea se s with ini -
tial terms of over one year were capitalized, the present value of
these payments would be approximately $395 million at year-end
1989 and $4la million at year-end 1988 . These present values were
calculated using an average interest rate for each lease based on the
year of inception . The weighted average interest rate used to cal-
culate the 1989 and 1988 present value was 11%.

Many of the longer-term leases include options to renew , with
renewal terms varying from five to thirty year s . Certain leases also
include option s to pur chase the property.

1989 1988 1987

Future minimum lease payment s required under noncancellable
lease agreements existing at the end of 1989 are :

Future Minimum Lease Payments Operat ing Le a se s Capital Leases

Iy% S 62 S 20
1991 61 20
1992 60 19
1993 57 18
1994 54 18
After 1994 495 198

Total fut ure m in imum l e ase paymen ts* $789 293

Less : Inte res t 1 64
Exec ut ory cost s 8

C apitali zed lea se o blig ation s, in c luding
c urrent p o rtion of $5 $121

'Future minimum lea s e payment s have not been reduced by minimum sublease
income d ue in t he future u nder nonca ncella b le subleases ($6 million for ope ratin g
leases . S l Dmillion fo r cap it al leases) .

COMMITMENTS AND CONTINGENCIES
Commitments for the purchase of real estate, construction of new
facilities and remodeling amounted to approximately $77 million at
February 3, 1990 . Add itional commitments for equipment pur-
chases totalled $30 million .

The contingent liability for mortgage debt on certain office prop-
erties sold in 1976 and certain shopping centers sold i n 1978 was
approximately $29 million at February 3, 1990 . The purchasers
have agreed to indemnify the Corporation for any costs incurred in
relation to the mortgages .
Regular contact with the general public, other businesses and

governmental entities subjects the Corporation to c laims and lit i -
gat i on arising out of the ordinary course of business . Cons idering
the insurance coverage in place for a po rt ion of the c l a i ms and liti-
gation, and noting that the ultimate consequences cannot be accu-
rately predicted, management and legal counsel believe that
presently identified claims and litigation will not have a material
adverse effect on operations or financial condition .



RETIRE MENT AND STOCK BENEFIT PLANS

The Corporation has two stock option plans for key employees .
Grants have included stock options, performance shares or both .
The options have included Incentive Stock Options, Non-Qualified
Stock Options or a combination of both . Twelve months after the
grant date, 25% of the majority of options granted become exercis-
able with another 25 % after each succeeding 12 months . These
options are cumulatively exercisable and expire no later than 10
years after the date of the grant . In addition, in 1989 there were two
spe.--ial grants which become 100% exercisable five years after the
date of the grant . The performance shares pay cash and stock if cer-
tairr selected performance goals are met at the end of a four-year
period .

Compensation expense on performance shares is recorded based
on current market price of the Corporation's common stock and the
extent to which the performance goals are being met . Expense of
$2 million was recorded in both 1989 and 1988 and $1 million in
1997 . When employees exercise options, the total option price is
credited to Common Stock and Additional Paid-in Capital, and no
expense is incurred .

The number of shares of unissued common stock reserved for
future grants under all the plans was 4,015,502 at the end of 1989
and 4,239,700 at the end of 1988 .
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(Millions of Do l la r s

PENSION PLANS
At the end of 1989, three defined benefit pension plans were in
place which cover all employees who meet certa i n requirements of
age, length of service and hours worked per year. The benefits pro-
vided are based upon years of service and the em ployee's compen-
sation during the last five years of employment .

Contributions to the pension plans, which are made solely by the
Corporation, are determined by our outside actuarial firm . To com-
pute net pension cost, our actuarial firm estimates the total benefits
which w il l ultimately be paid to eligible employees and then allo-
cates these costs to service periods .

The period over which unrecognized pension costs and credits
are amortized, including prior service costs and actuarial gains and
l osses, is based on the remaining service period for t hose employees
expected to receive pension benefits.

Compone nts o f Net Pens ion C r edit 1989 1988 1987

Service ru .i- tx nrl it, earned during t h e pe r iod S l l S 10 S 11
I nterest cost on projected benefit o bliga t ion 22 20 19
Return o n assets-ac t ual (55) (36) 123)

-deferred 28 I I (1)
Amortization of transi t io nal asse t (8) (8) (8)

Net pe nsio n(credit) $ (2) S (3) S (Z)

December 3 1 .
Funded S ta t us 1989 1988

Actuarial present value of .
Vested benefit obligations $ 21 1 $ 193

Accumulated benefit oblig ation $ 22 1 S 202

Projected benefit obligation S 274 S 24 1
Fair market %aloe of plan asse ts ' 33 1 302

Plan assets in excess of projected benefit obligation 57 61
Unrecognized prior service cost 7 6
Unrecognized net actuarial gain ( 34) (31 )
Unrecognized transitional asset (IS) (23)

Prepaid pension asset $ IS $ 13

" Plan assets consist primarily of equity securities and fixed income securities .

Decem ber 31,
Ac tuarial Assumpti ons 1989 1 988 1987

Discount rate 8.8% 9.0% 9 .0%
Expected long- te rm rat e of retur n o n p lan asse t s 9 . 5 9 .5 9 .5
Av erage assumed ra t e of compensation increase 7 .0 6.9 6 .9

POSTRETIREMENT HEALTH CARE BENEFITS
In addition to provid i ng pens i on and other sup plementa l benefits,
certain health care benefits are provided for retired employees .
Employees become eligible for these benefits if they meet minimum
age and service requirements, are eligible for retirement benefits

and agree t o contrib ute a portio n of the cos t . The Corporati on h as
the rig h t to mod ify th ese benefi ts. The cos t of providi ng t hese reti-
ree heal th care benef i ts i s recognized as expe nse when c l aims a re
pa i d . These costs amo unted to approxima t e l y $4 mil lion in 1 989
and $2 million in both 1 988 and 1987 .

In February 1 989, the Financial Accountin g S tandards Board
iss ued a proposed Sta t emen t of Fi nancia l Account ing Standards
entitled "Employers' Accounti ng for Postret irement Benefits O ther
Thai Pensions ." The proposal wo u ld require employe rs to re fl ect in
th eir fi n ancial statements th e es timated cos t of pos t retireme nt ben-
efit s over the period in which t hey are earned by emp loyees . I f
issued in fina l form, th is Sta temen t would become effective in 1992
under the c u r rent time table . I n antici pation of the proposed requ i re-
ments, a change to the accrual method of accounting for postret i re-
merit health care benefi t s is planne d for beg inn i ng o fyear 1990 .
Under th is pl an , the projec ted afte r- tax benefi t obl iga ti on of approx-
imately $50 mil l io n to $60 mi ll io n re l a t ed to prior service cost will
be recognized in ne t earn ings as a cumulative effec t of accoun ting
change .

STOCK OPTIONS AND PERFORMANCE SHARES
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EMPLOYEE STOCK OWNERSHIP PLAN
An ESOP was established in January 1990 for the purpose of
enhancing the Supplemental Retirement and Savings Plan (SRSP)
employee benefit program . Employees who meet certain eligibility
requirements (based primar ily on age and length of emp loyment)
can participate in the SRSP and ESOP

The ESOP borrowed $379 million at a 9% interest rate from the
Corporation with the loan maturing in 15 years . This loan is
reflected i n the Statements of Financia l Position as "Loan to
ESOP." Proceeds from the loan were used by the ESOP to pu rchase
the 438 .353 shares of ESOP preferred stock . These ESOP pre-
ferred shares are held by the ESOP in a "suspense account ."
Commencing April 1990, the Corporation will make contributions
to the ESOP trustee which the trustee is required to use to make
loan interest and principal payments to the Corporation . Dividends
on the ESOP preferred shares will a l so be used to serv ice the
ESOP's debt . With each loan payment, a portion of the ESOP pre-
ferred stock is released from the "suspense account" and allocated
to employees' accounts in the ESOP

REDEEMABLE PREFERRED STOCK
In January 1990, the Corporation issued 438,353 shares of $ .01 par
va l ue Series B ESOP Convertib l e Preferred Stock (ESOP preferred
stock) at $864.60 per share to a concurrently established leveraged
employee stock ownership plan (ESOP). The original issue value of
the ESOP preferred stock is guaranteed by the Corporation with

REPORT OF INDEPENDENT AUDITORS

We have audited the accompanying con solidated s tatements of
financial po sition of Dayton Hud son Corporation and sub si diarie s
as of February 3, 1990 and January 28 , 1989 , a nd the related con -
solidated re s ult s of operation s, cash flows and common sharehold-
ers' investment for each of the three year s in the period ended
February 3 , 1990 . These financial statements are the responsibility
of the Company's management . Our responsibility i s t o express an
opinion on the se financial statement s based on our audits .

We conducted our audit s in accordance with generally accepted
auditin g standards . Those standard s require that we plan and per-
form the audit to obtain reasonable as surance about wh ether the
financial s tatement s are free of material mi sstatement . An audit
includes examining , o n a te st basis , evidence supporting the
amounts a nd di sclosures in the financial statement s . An aud i t al s o
includes assessing the accounting principles u sed and significant
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([ions and Performance Shares Outstanding

Options

Number Price Shares Per fo rm -
of Per Exer- ance

Shares Share cisable S hares

1987 -
Beginning of year 1 ,258,685 $ R.7Q$53.14 767,640 85 .411
Gra nted 243.535 30.25 - 53 .25
Cance lled (91.994) 33 . 8 8 - 53 .19
E xer cised (2 16,077) 8 .70 - 53 .19

1988
Beg inning of year 1,194,149 9 .31 -53 .25 713 .808 1 16 ,272
Gra nted 166,470 35 . 1 9 -40 .13
Cancelled (75 .248) 33 .88 - 53 . 1 9
E xercised ( 108,038) 9 .31 -39.94

1989
Beginnin g of year 1, 1 77 .333 9 .97-53 .25 740.593 138 , 868
G ran te d 240 .111 46 .63 - 62 .56
Cancelle d (55 .674) 30 .25 - 53 . 1 9
Exercised (263,885) 9.97-53.19

End of year 1 ,097,885 E1 2 .36 - 562.56 6 3 4 .2 4 9 174 .556

each share convertible into 10 shares of the Corporation's common
stock . Under certain circumstances , the ESOP preferred stock may
be redeemed at the opti on of the Corporation or the ESOP The
ESOP preferred shares have voting rights equal to the number of
shares of common stock into which they are convertible and are
entitled to preferential cumulative dividends of $56 . 20 per share
each year.

REPORT OF ERNST & YOUNG, INDEPENDENT AUDITORS
Board of Directors and Shareholde rs
Day ton Hudson Corporation
Mi n neapo l is, Minneso ta

estimates made by management , as well as e valuating the overall
financial s tatement pre sentat ion . We believe that our aud i t s provide
a reasonable ba s i s fo r our opinion .

In our opinion , the financial statements referred to above present
fairly, in all material respects, the consolidated financial pos ition of
Dayton Hudson Corporati on and subsidiarie s at February 3 . 1990
and January 28 , 1989 , and the con solidated re s ult s of their opera -
ti on s and cash flow s for each of the three year s in the period ended
February 3 , 1990 , in conformity with generally accepted account -
ing principles .

~inn~a~ f
Minneapolis, Minnesota
March 23, 1990



FINANCIAL COMPARISONS

19891x1 1988 1987 1986 1985 1984(a) 1983 1 982 1981 1990

S13,644 12 .204 10.677 9,259 8,255 7,519 6, 51 8 5, 286 4.624 3,778

$ 9, 890 8,980 7 .950 6,77 8 5,977 5, 46 2 4.709 1,774 3 .326 2 .722

S 2,264 2.038 1 769 1 .538 1 .366 1 .234 1 A80 902 826 690

$ 3 15 290 231 183 158 145 123 99 85 62

$ 267 218 152 118 100 98 86 65 47 14

1979

3 , 175

2.255

590

47

5

( Millio n s of Dollars . Except Pe r-Share Data)

Revenues

Cost of retail sales, bu y in g and occupancy

Sell ing, publi ci ty and adm i nis t rat i ve

Depreciation

Interest e .t pen .e, net

Earnings Fr om Continuing Operations Before
Income Taxes and Extraordinar y Charge

Income taxes

Net Earnings : Continuing

Discontinued (h)

Consolidated

Net Earnings Per Share (Fully Diluted ) :
Continuing

Discontinued (b)

Consolidated

Per Common Share

('ash dividend declarcd
Common .harr huldrrs' inve s tme n t

Re turn on Beginning E quit y
(Common Shareholders' Investment)

('ununuing

Consolidated
Capital Expenditures
Consolidated Year- End Financ ial Positi on

Working capital

Prop erty and e qu i pment

Total assets

Lung- term debt

Redeemable preferred s t ock

Common shareholder' investment

Average Common Shares Outstanding / Millions)

Average Common Shares Outstanding 1 Millions) - Fully Diluted

261 230 223

116 103 1 07

145 127 11 6

2K 20 761 4 1

17 3 147 192

S 678 472 399 494 518

$ 268 1 85 171 239 237

S 410 287 228 255 28 1

S - - - 87 (c) 3

$ 410 287 228 3104el 284

453 416 358

208 189 165

245 227 193

14 19 14

259 246 207

22 . 0 1 4 .5 10.5 1 3.1 16 .2 15 .9 16 .8 16 . 1 1 3.6 1 3 .2 14 .4

22 .0% 14 .5 10 .5 1 5 .9 16.3 16.8 18 . 2 1 7.3 1 6 .3 1 5.2 23.8

$ 603 681 839 94 1 403 336 321 268 238 247 202

869 718 509 391 419

1,423 1,237 1 .072 927 663

3 .595 2 ,985 2 ,555 2 , 155 1 .793

751 63 1 428 31 7 191

1 .540 13 19 1 . 19 3 1 .066 963

96 . 6 9 6 .2 95 . 8 95 .2 94 .8

96 .6 96 . 2 95 .ii 95 . 2 94 . 8

978 922 1 .1 9 3 1 . 130 973

3 .486 3 . 106 2 . 51 7 1 .770 1 .5 34

6.523 5.076 5.282 4 , 418 3,800

2,383 1 .8 19 1,377 9 2 2 750

1 .861 1 .986 2,180 1 .948 1 .73 7

8 3 .3 94 .8 97.3 97.1 96.9

8 3 .3 94 .8 97.3 97.1 96 .9

$ 912

S 3,523

$ 6,684

S 2 .510

S 379

S 1 . 753

75 . 9

76 . 6

The Fi n ancial Comparisons s hould be read in conj un ct i on wi th t he Financial Statements .
Per-share amounts and shares o u tstan ding reflec t two-for-one common stock sp l its effective July 1 983 a nd November 1981 .
(a) Consisted of 53 weeks .
(b) Discon ti nued ope ra tion s i ncl u de discontinued rea l estate for 1 979- 1981 and B . Dal to n Bookseller fo r 1979 - 19 86 .
(c) Includes the gain on sale of B . Da l ton Bookseller.
(J) Includes ga i ns on sale of real estate.
(e) Includes extraordinary c h arge of $ 32 million ($ .i3 per share)
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Dayton Hudson Corp o ration and Sub sidiarie s

f 5.35 3 .45 2 .41 2 .62 2.89 2.54 2 .35 2.00 1 .51 1 .33 1 . 23

S - - - .90(c) . 03 . 14 . 19 .15 .30 . 21 .80 (d)

S 5 .35 3 .45 2 .41 3 . 19/e1 2 . 92 2 .68 2 .54 2 . 15 1 .81 1 .54 2.03

S 1 .17 1 .04'/ . 94 '/z . 86 . 78'/ . 69 '/: . 62'/ . 57 '/z . 5 2 '/- . 47 '/: .421/2

S 24J3 2 3 . 97 :3 . 15 22 .38 20.04 17 .90 15 .91 13 . 98 12 . 41 11 . 14 10 . 09
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Retail Sq . Ft . No .of Retail Sq . Ft . No. of Retail Sq. Ft. No . of

Target in thousands stores Mervyn 's i n thousands stores DNDSC• in thousands stores

Ariruna I .?-1~ I+ ~iv~m;i 01 )7 11 Hudson's

Arkansas 288 3 (alilornia ".'1)7 IINI Indiana
('alltornia 10,303 99 CulnreJu KjU II Michigan d .1IK 1 7

Colorado 1.853 I!i Florida ?6 I Ohin IK7
Florida iz' 6 Gcur,_- ia 476 h Ua%ton's
Georgia 1.361 14 Idaho Mi 1 \t innr.~,ia 2., i's 11

Illinois 6I1? 7 Louisiana 538 ~ North UaWta 3
Indiana 2,529 30 Miihiian 91k I_ South I)akula Ill_
[UW a 1

.320 529 6 Oklal10n1a 270

16 Nevada 42 ; (~ WI Si UI1S l11 101 h

clllUt
'kN Louisiana 'U? 2 Oregon 503 6 Major Markets:

Mirhican '.z7 1 23 'Icta, 3.09-3 is !~linnra~n~In St Paul Ill

Minnr.ula 2.571 22 Utah ill h l)elnoil ')

Missouri 1i-il 8 Wa.Lin,,ton 929 II 'U:i\ 11 111 HuJ•On I) :~. .irtinrnl Surrc(,rnF~,im
Montana 182 1

Nebraska 40' ; Total All Stores 657
Nrc,ida SI)I 5 Major 1larke l s :

New Mexico 210 2 San Francisco Bas Area 2 ; Total Retail Square Feet 65,191

22North Carolina 47y S Lo, Angeles Orange Countti

North Dakota 386 4 I )ali .i., ht Wu-lh ~ ,
Oh to 79 I San Diego Count,,
Oklahoma 771 8 Houston `)
Oregon 828 8 Phoenix 7
Sout h Carolina 297 3 Atlanta h
South Dakota .UI l)`•t"„l

1 11Tennessee L IX) Texas
5 .I MJ7 50

W'ashine[un 1,130 11
Wisconsin 1,217 II
Wyoming 182 2

±9.99 .3 399

Major 'Mar k e t s :
Los Angele, ()range Count 41
Minneapolis St. Paul 19
Da] Ix, Ft . Worth 15
Houston 15
Atlan t a 1 3
San Francisco Bay Arrj 11
Denver 12
Sxn Diego Cuun ty 1 '- LOCATIONS

∎ . ~
.∎ ∎.

∎ •∎

~ t ∎

III

1

85 86 87 88 89
I "Excludes Lechmere .
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COR PORATE INFORMATInA

CORPORATE OFFICES
777 Nicollet Mall
Minneapolis, Minnesota 55402
Telephone: (612)370-6948

ANNUAL MEETING
The Annual Meeting of Shareholders is scheduled for
9 :30 a . m . Wednesday, May ?3, 1990, at The Chil-
dren's Theatre . Minneapolis I nstitute of Arts, 2400
Third Avenue South, Minneapolis, Minnesota . The
informal reception with management begins at 9 :00
a .m. Shareholders unable to attend can listen to the
proceedings live between 9 :30 and 10:30 a.m., CDT,
by dialing (900) 590-7676 . A tape of the meeting also
will run every hour on the hour, beginning at 1 :00
p. m ., CDT. The cost to call is $ .45 for the first minute
and x .35 for each additional minute . (Callers who are
not AT&T subscribers must dial the AT&T access
code (10288) before dialing the 900 number.)

COMMUNITY INVOLVEMENT
In keeping with its commitment to corporate respon-
sibility, Dayton Hudson annually contributes an
amount equal to $ % of its federally taxable income to
support its communities . In 1989, we contributed
more than $22 million in the communities where we
do business . Giv ing programs are focused in two
areas: social action and the arts . For a complete report
on 1989 contributions and programs, write to Direc-
tor and Chair, Dayton Hudson Foundation at the
Dayton Hudson corporate offices .

10-K REPORT
A copy of the Form 10-K annual report filed with the
Securities and Exchange Commission for Dayton
Hudson's fiscal year ended February 3 . 1990, is avai l -
able at no charge to sha reholders . Write to Director,
Investor Re lations at the Dayton Hudson corporate
offices .

DI V I DEND REINVESTMENT PLAN
The dividend reinvestment plan is a convenient way
for Dayton Hudson shareholders to acquire additional
share s of the Corporation 's common stock through
automati c dividend reinve stment and voluntary cash
purchase . All registered holders of Dayton Hud son
common stock may participate . For more informa -
tion, write to First Chicago Trust Company of New
York . PO . Box 3506, Church Street Station, New
York, New York 10008-3506 .

TRANSFER AGENT, REGISTRAR AND DIVIDEND
DISBURSING AGENT
First Chicago Trust Company of New York

TRUSTEE
First Trust National Association

STOCK EXCHANGE LISTINGS
New York Stock Exchange
Pacific Stock Exchange
(Trading Symbol DH)

SHAREHOLDER ASSISTANCE
For assistance regarding individual stock records and
tr a n sact ions, write to Shareholder Relation s at the
Dayton Hud son corporate office s, or telephone the
special shareholder information hotline, (800) 338-
8053 . You may al so contact First Chicago Trust
Company of New York, PO. Box 3981, Church Street
Station , New York . New York 1 0008-398 1 . Informa-
tion Center telephone : (212) 791-6422 .
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